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This PowerPoint handout is used for training 
purposes in conjunction with the oral presentation 

given by Departmental training staff.

It is not intended to be a stand-alone document. 

It is not an information guide, nor does it carry 
regulatory or statutory authority.

Nebraska tax statutes, regulations, 
information guides, and other resources are 

available at www.revenue.ne.gov .

http://www.revenue.ne.gov/


• EVERY construction contractor 

making payment to a 
subcontractor must withhold 5% 

• UNLESS the subcontractor is 

REGISTERED in the 

Department of Labor’s Contractor 
Registration Database
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CONTRACTOR DATABASE

http://www.dol.nebraska.gov/nwd/center.cfm?PRICAT=2&SUBCAT=5G
http://www.dol.nebraska.gov/nwd/center.cfm?PRICAT=2&SUBCAT=5G


TERMS

• CONSTRUCTION CONTRACTOR

• CONTRACTOR LABOR

• BUILDING MATERIALS

• FIXTURES
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CONSTRUCTION CONTRACTOR 
(CONTRACTOR)

• Makes repairs or improvements    
to real property

• Arranges for annexation            
(general contractor)

Example: Landscapers who build or 
repair retaining walls, berms, 
or ponds
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• Annexing building materials to     
real estate

• Repair of a structure 

• Repair of building materials that are 
or will be annexed to real estate

• Charges for contractor labor are   
not taxable

Example: Hanging drywall

CONTRACTOR LABOR



• If you install telephone or 
community antenna television,  
there are specific sales and use  
tax regulations governing the 
taxability of these projects.

Please refer to Nebraska Sales and Use Tax 
Regulation 1-017, Contractors.

Contractor Labor (continued)
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http://www.revenue.ne.gov/legal/regs/slstaxregs.html
http://www.revenue.ne.gov/legal/regs/slstaxregs.html
http://www.revenue.ne.gov/legal/regs/slstaxregs.html
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BUILDING MATERIALS

• Property (including fixtures) that will be 
annexed to real estate or to an 
improvement on real estate

• DO NOT INCLUDE:

Example: Rebar embedded in concrete is a 
building material. Form lumber is not.

o Tools;
o Equipment; 

o Supplies; or 
o Other items not 

annexed.
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FIXTURES

• Equipment that is annexed to a 
building or structure so that it can 
properly function

• Fixtures remain identifiable as a 
separate item

Example: Water heater
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3 TYPES OF TRANSACTIONS

1.  Retail Sales
Taxable at rate in effect where 
delivery occurs

2. Contractor labor
Not taxable

3. Other services (not construction)
Taxability determined by type         
of service
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• Contractor Options apply only to Construction 
Contractor Projects (CCP)

• Option chosen determines:
o How sales and use tax is paid on building 

materials and fixtures; and
o If sales tax is collected from the customer  

on building materials and fixtures

• If an Option is not chosen, the default is   
Option 1.  Audits will be conducted based on 
option chosen.

CONTRACTOR OPTIONS
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OPTION 1

• RETAILER of all building materials

• Maintains tax-free inventory
o Give suppliers Form 13, Section C, Block 1

• Collects sales tax on building materials 
and fixtures used in the CCP

• Separately stated charges for contractor 
labor are NOT taxable

http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
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OPTION 2

• CONSUMER of all building materials

• Maintains tax-paid inventory

• Does NOT collect sales tax on CCPs
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• CONSUMER of all building materials

• Maintains tax-exempt inventory

o Give suppliers Form 13, Section C, Block 1 

• Remits use tax on cost of building 
materials and fixtures

o At rate in effect at time and place 
inventory is withdrawn

• Does NOT collect sales tax on CCPs

OPTION 3

http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
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CONTRACTOR REMINDER:

• Building materials DO NOT INCLUDE 
tools, equipment, or services that         
do not become annexed to real estate

• Contractors MUST PAY SALES OR        
USE TAX on purchases of these items!
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BUILDING CLEANING and 
PEST CONTROL SERVICES

• These services are NOT “contractor labor”     
(even when performed at the 
construction site)

• Contractors MUST PAY SALES TAX on 
purchases of these services, even if the 
project owner is an exempt entity

Example: Termite treatment, or a 3rd party crew
hired to clean up inside a building
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LANDSCAPERS
3 types of transactions

1.  Retail Sales
Taxable at rate in effect where 
delivery occurs

2. Contractor Labor
Not taxable

3. Other Services (not construction)
Taxability determined by type         
of service
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• Retail Sales
o Live plants
o Labor charges to plant them
o Pest control services (like grub control)

• Contractor Labor
o Building or repairing retaining walls, 

berms, or ponds
o Installing and repairing underground 

sprinkler systems

• Nontaxable Services
o Lawn mowing, tree trimming, fertilizing, 

or snow removal

Landscapers (continued)
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BUILDING MATERIALS & 
FIXTURES FOR A JOB SITE 

OUTSIDE NEBRASKA
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OPTION 1 (Out-of-State)

NO NEBRASKA 
SALES OR USE TAX LIABILITY

• When withdrawing building materials 
and fixtures from tax-free inventory

• That are annexed to real estate in 
another state
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OPTION 2 (Out-of-State)

NO NEBRASKA SALES TAX CREDIT

• When withdrawing building materials and 
fixtures from tax-paid inventory

• Credit for sales tax paid may be available 
from the other state

• These contractors may have the supplier 
deliver materials to the job site out-of-
state and pay no Nebraska sales & use tax



24

OPTION 3 (Out-of-State)

REMITS USE TAX TO NEBRASKA

• When withdrawing building materials    
and fixtures from tax-free inventory

• At the rate in effect at the time and place 
inventory is withdrawn

• These contractors may have the supplier 
deliver materials to the job site out-of-
state and pay no Nebraska sales & use tax
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CONSTRUCTION CONTRACTS 
WITH EXEMPT ENTITIES
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EXEMPT ENTITIES

• How do I know if the project owner is 
an exempt entity?
o Governmental Entity info guide
o Nonprofit info guide
o Contact the Department

• REMINDER:
Not ALL nonprofits or governmental 
units are exempt from sales tax!
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“Purchasing Agent Appointment   
and Delegation of Authority            

for Sales and Use Tax”

• Supports why tax was not paid or 
collected on building materials   
and fixtures for construction 
projects with exempt entities.

Form 17

http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf
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Exempt Entities (continued)

PRIME CONTRACTORS

• Receive Form 17 from project owner 
PRIOR TO the start of the project

• Complete the lower portion

• Provide copies to any subcontractors 
on the project so they can buy building 
materials and fixtures tax-exempt

http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf
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OPTION 1

• Purchases building materials & fixtures 
tax-exempt by giving Form 13, Section C, 
Block 1 to the Nebraska supplier

• DOES NOT collect sales tax on items when 
it obtains a properly completed Form 17 
PRIOR TO the start of the project

Exempt Entities (continued)

http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf
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OPTION 2

• Purchases building materials & fixtures 
tax-exempt by giving 
o A copy of Form 17

and
o Form 13, Section C, Block 2 

to the Nebraska supplier.

Exempt Entities (continued)

http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf
http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
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OPTION 3

• Purchases building materials & fixtures 
tax-exempt by giving Form 13, Section C, 
Block 1 to the Nebraska supplier

• DOES NOT owe use tax on items when it 
obtains a properly completed Form 17 
PRIOR TO the start of the project

Exempt Entities (continued)

http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
http://www.revenue.ne.gov/tax/current/fill-in/f_17.pdf
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• ONLY building materials and fixtures  
that become annexed to real estate   
may be purchased tax-exempt

• Contractors MUST pay sales or use tax 
on all purchases or rentals of equipment, 
tools, and taxable services used to 
complete the project.

Exempt Entities (continued)



Routine, On-call Repair 
For Exempt Entities

Contractors who are on-call for 
exempt entities may obtain a Form 
17 for routine, on-call repair.

• There must be a written agreement

• One year period of time only

34



35

REPAIR OR ANNEXATION
OF EXEMPT MANUFACTURING 
MACHINERY AND EQUIPMENT

(MME)
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MME

• When work on MME involves charges    
for contractor labor:

o Contractor labor is sales tax-exempt

o Contractor option chosen determines 
taxability of purchases of MME, or   
any repair parts
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OPTION 1 (MME)

• Obtains Form 13, Section B, Category 5 
from manufacturer

• May purchase MME tax-exempt

• Does not collect sales tax on MME, 
PROVIDED a completed Form 13 is 
received from the manufacturer

http://www.revenue.ne.gov/tax/current/fill-in/f_13.pdf
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OPTIONS 2 & 3 (MME)

• Owe sales or use tax on MME and 
on parts purchased and annexed    
to manufacturer’s real estate

• Cannot accept a Form 13, Section B, 
Category 5 from the manufacturer

• Manufacturer can purchase       
MME tax-exempt directly from a 
3rd party vendor



Let us know what you think. 

Please turn in your evaluation!

THANK YOU!


